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CONFIDENTIAL PEKING 1833 

E.O. 11652: GDS 

TAGS: EEWT, EQUIP, ESTC, CH, US, IT 

SUBJECT: STATUS OF IBM AND NUOVO PIGNONE SALE 

REF: (A) STATE 182817, (B) PEKING 1613 

1 . RYAN AND JOSEPH OF IBM, WHO HAVE BEEN IN PEKING 
NEGOTIATING FOR THE SALE OF IBM COMPUTER EQUIPMENT 
TO BE USED IN CONNNECTION WITH A NUOVO PIGNONE (ENI) 

SALE OF CENTRIGUGAL COMPUTER TECHNOLOGY, HAVE TOLD 
US THAT THEY ARE MAKING SLOW BUT STEDY PROGRESS 
TOWARD CONCLUDING THE SALE. HOWEVER, THEY FEEL THAT 
THEY ARE IN DIRECT COMPETITION WITH HITACHI WHICH 
HAS ALREADY SUBMITTED A FORMAL PROPOSAL 
TO PROVIDE MORE EQUIPMENT THAN THAT OFFERED BY 
IBM AT A SIGNIFICANTLY LOWER PRICE. THEY CLAIM 
THAT HITACHI HAS PROPOSED THE SALE OF SOME EQUIPMENT 
WHICH IS NOT LIKELY TO BE APPROVED FOR EXPORT 
UNDER PRESENT COCOM REGULATIONS. ALTHOUGH 
THE IBM PACKAGE DOES NOT FULLY MEET THE 
NUOVO PIGNONE SPECIFICATIONS (BECAUSE OF 
COCOM RESTIRCTIONS), RYAN AND JOSEPH BELIEVE 
THAT IBM HAS A GOOD CHANCE OF EVENTUALLY 
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CONCLUDING THE CONTRACT BECAUSE OF WHAT THEY 
SEE AS INTENSE PRC INTEREST IN ACQUIRING IBM 
TECHNOLOGY. IF THE CONTRACT IS SIGNED, IT 
WOULD BE THE FIRST IBM SALE TO THE PRC, NOT 
COUNTING TWO DICTAPHONE MACHINES SOLD SOME 
TIME AGO. 
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2. RYAN HAS TOLD US THAT GIVEN THE AMOUNT OF 
TIME AND CORPORATE EFFORT WHICH HAS GONE INTO 
THE CONTRACT NEGOTIATIONS, IBM HAS ALREADY 
LOST WHATEVER PROFIT MIGHT BE REALIZED IN THE 
SALE. NEVERTHELESS THEY INTEND TO PRESS ON 
FOR REASONS OF IBM'S "PRESTIGE." 

3. BOTH MEN LEFT PEKING AUGUST 19 FOR THE 

US AND PLAN TO RETURN IN MID-SEPTEMBER TO RESUME 
NEGOTIATIONS. 

WOODCOCK 
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